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An Insurance Diary 


MARINE INSURANCE 
| [rates on all shi have met and agreed to raise 





























rates on all ships, other than for total loss, by 

10 per cent., to take effect at once or at the next 
renewal. The agreement binds both Lloyd’s and also the 
marine companies. It comes none too soon, for report 
after report has shown either a loss or no profit on marine 
business. As Sir Edward Mountain told the shareholders 
of the Eagle Star and British Dominions Insurance 
Company recently, there has been bad leadership in the 
market in more than one direction, which has resulted 
in the loss of many million pounds during recent years. 
Conditions have been too liberal, and rates too low. 





CARGO RATES 


So far so good, but what about cargo rates? The 
increase is on hulls only. Cargo rates are too low and 
conditions too generous, and the market cannot really 
recover till these are adjusted. 


EXPORT CREDITS 


The Estimates Committee of the House of Commons 
has just issued its report on the working of the Govern- 
ment’s export credits department for twenty months to 
February 1928, the period during which the revised 
scheme has been functioning. On a premium income of 
£50,000, with a loss ratio of 70 per cent., they estimate 
an underwriting loss of £15,000. The realized loss is 
slightly higher. Upon this the committee make certain 
most sensible comments. Expenses are too high, premium 
rates too low, and both can be adjusted without losing 
business. The department should be allowed to reinsure, 
which at present it cannot. It should issue proper trading 
accounts. It has been of great advantage to our export 
trade, for it, alone of all institutions insuring credit, pays 
upon default, without waiting for insolvency, which may 
take months to ascertain. 





ITS FUTURE 
In judging the Government scheme, certain con- 
siderations should be borne in mind. The department is 
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handicapped in two ways. It can only insure credit 
upon export, and export of British goods, whilst its com- 
petitors can cover it on all trade, import as well as export, 
internal trade and not overseas only, foreign goods as well 
as British. Therefore it is misleading to compare its 
insurances affected of {1,750,000 with the £20,000,000 
turnover of the Trade Indemnity Company. That is its 
first disadvantage. And its second is that it cannot pay 
commission, and therefore can hardly expect brokers to 
show any great enthusiasm for it. But even with these 
drawbacks, or rather with the first only, for there is not 
the slightest reason why it should not pay proper com- 
missions, it ought to, and can, pay its way. As the 
committee point out, it can do so when the premium 
income reaches £100,000, surely no extravagant figure, 
or sooner if its loss ratio be reduced. The scheme runs 
out in September 1929, and, as the committee say, the 
whole position should be reviewed before it is allowed to 
elapse. Mr. Cuthbert Heath has shown that credit can 
be insured at a profit. 


HOSPITALS AND MOTOR ACCIDENTS 

Sir Arthur Stanley, President of the British Hospitals 
Association, announces that insurance companies have 
agreed to pay the hospitals the cost of treatment of 
insured motorists. Apparently this does not apply to 
third parties. Moreover, it does not end the difficulty. 
Seeing how little profit there has been on motor insurance, 
offices must, in one way or another, pass on to motorists 
this extra charge, for it is an extra charge. The business 
tends to get less profitable every year, owing to crowded 
roads, careless drivers, and generous juries, who grant 
damages on an ever-increasing scale. And, from the 
hospitals’ point of view, the overcrowding difficulty 
remains, and the danger that motorists who pay will be 
preferred to local residents who do not. 


INCREASE IN DRIVING LICENCES 

In London alone 71,560 more driving licences were 
issued in 1927 than in 1926. 

MARINE INSURANCE BY UNITED STATES GOVERNMENT 


The Mercantile Marine Bill, which has passed Congress 
and awaits the President’s signature, sets up a State 
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Marine Insurance Department. This body will not only 
write direct risks, but will also insure the Federal Govern- 
ment’s interest in the new merchant marine fleet. This 
interest apparently is that of mortgagee, for the Bill 
creates a fund of £50 millions, to be lent to shipbuilders at 
extravagantly low rates of interest, as low as 3 per cent. 
upon ships built for foreign trade. Thus the United 
States are not only embarking upon a State-owned 
merchant fleet, but also on marine underwriting. It is 
safe to prophesy that they will lose money on both. The 
Australian Government have just sold their Common- 
wealth Line to the White Star Company for {£1,900,000, 
a fraction only of its price. The venture is reputed to 
have cost the Australians £13 millions, so the United 
States taxpayer ought not to be feeling happy. Nor 
will marine underwriting by the State pay any better. 
In this case, as in that of Canada mentioned in the 
March UNDERWRITER, it is, to say the least of it, unlikely 
that a Government can write more cheaply than private 
individuals. But the most sanguine provision in the 
Bill is one which provides that insurance must come out 
of the net revenues of the Shipping Board, for it is 
assuredly unlikely that the venture will ever show a 
profit. 


ALTERATIONS IN SHARE CAPITAL 


The Royal has followed the lead of the Atlas and other 
companies, in reducing the uncalled liability on their 
shares and making them of a smaller denomination. At 
present they are £5, with {2 paid. Out of profits, 
£559,943 is applied in paying a further Ios., making them 
£2 10s. paid; and then each share is to be split into five 
of {1 each, Ios. paid. This is a wise proceeding. In 
the early days of a company, a large uncalled capital 
gives strength and security, but when an undertaking 
has reached the position of the Royal, with its immense 
reserves, this protection is not required and can gradually 
be withdrawn. Moreover, a smaller value brings shares 
within the scope of the small investor, an eminently 
desirable thing. The Legal and General, too, are reducing 
the liability on their shares. This is now £4 on each £5 
share; out of profits, £40,000 is being applied in reducing 
it by 4s. a share, 

















AN INSURANCE DIARY 491 


INSURANCE OF GENERAL NOBILE AND HIS CREW 


The deepest anxiety prevails about the fate of General 
Nobile, and the eighteen members of the crew of the 
airship Italia. At the time of writing these notes, nothing 
is known beyond the fact that she reached the pole and 
started back. The “‘ Times”’ states that the crew were 
insured by a group of Italian companies, headed by the 
Unione Italiana di Riassicurazioni of Rome, for about 
£27,000. They are covered against death, injury or 
disablement, whether due to accident, exposure or natural 
causes, either during the journey or for one year after. 
The premium is 18 per cent., of which one-half has been 
paid. All claims up to the amount of -his g per cent. 
are to be borne by the insured. Should claims exceed 
this amount, the g per cent. balance of premium becomes 
due, and all excess loss falls on the insurers. 


TAXATION IN IRISH FREE STATE 

The Minister of Finance of the Irish Free State, in 

order to make certain that shareholdings in foreign 

insurance companies do not escape death duties, is 

proposing to tax at a lighter rate those companies which 
file a list of their stockholders. 


INCREASE IN SMALL CAR RATES 
The non-tariff offices have followed the tariff offices 
in adopting increased rates for small cars. 


MONTHLY PREMIUMS 


The United Kingdom Temperance and General Provi- 
dent Institution are following the example of the many 
offices who accept monthly life premiums. In their 
case these may be as low as 5s. a month; and for policies 
of {1,000 or less on lives of 50 or under, or endowment 
insurances up to {2,000 maturing at 65 or earlier, no 
medical examination is required. 


THEFT AT THE PIRAUS 


The theft, pilfering and general disorder which prevail 
on the wharves of the Pirzus, the port of Athens, have 
become so intolerable that Lloyd’s have threatened to 
warn shipping companies to cease calling at that port. 
Increased premiums have had no effect whatever. 
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PERSONAL 

Colonel Wilford Neville Lloyd, C.B., C.V.O., and 
Mr. Richard Durant Trotter have been elected directors 
of the Alliance Assurance Company, Limited. Mr. Durant 
Trotter is chairman of the Provincial Bank of Ireland, 
and a director of the National Provincial Bank. 


Professor J. L. Mounsey, senior director of the Life 
Association of Scotland, has retired, and the board have 
elected his son, Mr. James L. Mounsey, as director in his 
place. 

Mr. Richard Sidney Guinness has resigned the chair- 
manship of the London and Scottish Assurance Corpora- 
tion, Limited, but will act as deputy chairman. The 
board have elected Mr. H. Cecil Pelly as chairman. 


Mr. J. P. Eyre, of Grace Brothers and Company, has 
been appointed a director on the London board of the 
Scottish Union and National Insurance Company. 


Mr. Hugh D. Woodsend, a member of the firm of 
Duncan Fox and Company has been elected a director 
of the British and Foreign Marine Insurance Company, 
Limited. 

Mr. Charles H. Maxwell, of Messrs. Maxwell and Dow, 
has been appointed a director on the Glasgow branch of 
the Edinburgh Assurance Company, Limited. 


The Committee of Lloyd’s have elected Mr. George 
Rowland Morgan, general manager and secretary of 
Messrs. Sedgwick Collins and Company, as an annual 
subscriber. 

Mr. James Douglas Watson is retiring from the 
deputy chairmanship of the Eagle Star and British 
Dominions Insurance Company, Limited. 

Mr. George Edward Muers has resigned from the board 
of the London Associated Reinsurance Corporation, 
Limited. 

Mr. F. R. S. Balfour has resigned from the board of 
the Reliance Marine Assurance Company, Limited. 

Lord Buckland, who was recently killed in a riding 
accident, was a director of the British Fire Insurance 
Company, Limited. 
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Insurance Finance 


active investment policy as indulged in by some 

insurance companies, with the result that con- 
siderable misconception has arisen in the minds of some 
people as to the meaning of the phrase. Probably there 
is no precise definition on which all would agree, but there 
is no necessity to assume that an office which admits to 
following such a course is in any way risking its funds 
in speculative ventures and to the detriment of its policy- 
holders. Most of us have come across the investor who 
prides himself that he only purchases the very highest 
class of security without regard to price and yield, and 
boasts that the subsequent market quotations do not 
interest him. He has gone for safety of capital, and his 
stock, once bought, is allowed to look after itself. It 
apparently never occurs to such a person that (1) he is 
neglecting a duty in not taking notice of events which 
may be affecting the securities he has locked away; or 
(2) because he has invested in gilt-edged securities he has 
not necessarily safeguarded his capital at all; a reference 
to a purchase of Consols in 1897 when the price touched 
113% and subsequently fell to 43% in 1920 is sufficient to 
illustrate this point. Actually, it is not possible to ensure 
the absolute safety of capital, but it may be argued that 
such a thing can be done in regard to income—at any 
rate within certain limits. 

Twenty or thirty years ago there is little doubt but 
that it was the custom for insurance companies—and 
many other large investors—to invest their surplus funds 
almost entirely in so-called gilt-edged securities, and this 
done, it was assumed no further trouble need be taken; 
any idea of a sale or exchange occurred but rarely. The 
course of events since the peak year of 1897, and more 
particularly the general upset in financial circles caused 
by the war, however, has largely altered this complacent 
attitude. 

In the course of his speech in January last at the 
meeting of the National Mutual Life Assurance Society, 
Mr. Keynes referred to a quotation from the annual report 

LL 


3 GOOD deal has been heard in recent years of the 
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of the Carnegie Corporation: ‘‘ The funds of a great 
endowment can be kept intact only by a systematic re- 
vision month by month of all the securities of the endow- 
ment and by a continuous process of sale and exchange as 
circumstances may affect the financial soundness of this or 
that security.’”’ The above, while perhaps not complete 
in itself, does give an indication of what is meant by an 
active investment policy. Mr. Keynes is also apparently 
a strong advocate of insurance companies holding a certain 
proportion of ordinary shares, and suggests 20 per cent. 
as a Suitable figure. 

Attention has already been drawn to this class of 
investment, notably by Mr. Raynes, of the Legal and 
General Assurance Society, who in the course of a paper 
read before the Institute of Actuaries last autumn, pre- 
sented some striking figures to show the advantages which 
would have accrued to a company over a fifteen-year 
period, by investing in the ordinary stocks and shares 
instead of the debenture and preference stocks of certain 
well-known industrial concerns. The results brought out 
showed that of a total sum of £54,000 invested in each 
class as at March 31, 1912, the value of the fixed interest 
bearing securities had depreciated to £42,588, whilst the 
ordinary stock values had appreciated to £80,073, by 
March 31, 1927. Further, the excess income received 
from the latter group, accumulated from the due dates at 
4 per cent. compound interest, would have amounted to 
over £27,000. Put in another way, there would have 
been a depreciation of over 20 per cent. in the market 
values of the debenture and preference stocks, as against 
an appreciation of nearly 50 per cent. in the ordinary 
stocks, with an additional interest yield approximating 
to 24 per cent. per annum during the period in question. 
Of course, while such a result would not necessarily be 
achieved over another term of years, the conclusions 
reached by the author cannot be ignored. 

On the other hand many will be found to disagree 
with Mr. Keynes’ idea of so investing 20 per cent. of the 
funds in securities bearing no fixed dividend rate. It is 
obvious that no definite rule can be laid down, as what 
may be possible and practicable for one company may be 
fraught with great difficulty for another. For example, 
consider the case of (1) an office whose total funds amount 
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to say £5,000,000, and (2) another whose funds exceed 
£100,000,000. Clearly the purchase by the former of 
£1,000,000 ordinary stocks is simpler and, incidentally, 
less dangerous than a similar investment of {20,000,000 
by the latter, owing to the effect on market quotations 
both of purchases and sales. 

An interesting point to be borne in mind at the 
present time is the comparatively low rate of interest 
yielded by many of the best-known ordinary shares; 
it is evident that their great popularity in more recent 
years has been due rather to capital appreciation and the 
issue of bonus shares. To many private investors this is 
an attraction, but to insurance offices who must maintain 
their income and realize a suitable yield on their invest- 
ments it is not wholly satisfactory. The holding of large 
amounts of such securities, which have been rapidly 
appreciating but give comparatively modest yields, 
has probably been one of the causes of the increased 
financial strength of some offices during the last few years, 
with income subordinated to capital profits. Obviously, 
however, such a course of action must have its limitations. 

In the course of a paper read before the Institute in 
1925, Mr. C. R. V. Coutts was inclined to criticize the 
method known as “ Active Finance,’’ and suggested 
“Market Profit Policy’ as a better title. Quoting his 
words : ‘‘ The advocates of this policy claim that by an 
expert and scientific study and examination of financial 
and industrial conditions throughout the world, the 
tendency of market prices of investments can be foretold 
with a high degree of accuracy.”” This may, of course, 
represent the opinion of some experts, but to my mind it 
is not by any means a complete picture of so-called 
‘““ Active Finance,’’ which admittedly can be interpreted 
in different ways and in varying degrees. Broadly, 
it implies a wideawake policy, a casting-off of old methods 
(or lack of method), keeping in constant touch with 
international affairs and market conditions, courage to 
change from long-term to short-term securities, debentures 
to ordinary stocks, from one British Government security 
to another, and so on, or vice versa, as circumstances 
arise which make it expedient so to act. A.very good 
illustration of the benefit of following this course can be 


obtained from a study of prices in recent years of the 
MM 
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many British Government securities when, owing to 
varying market conditions, it has been practicable on 
repeated occasions to make an exchange between National 
War Bonds and 5 per cent. War Loan, Local Loans and 
34 per cent. Conversion Stock, 4 per cent. Consols and 4 per 
cent. Funding Loan, etc., based on the same income being 
obtained from a smaller capital outlay, and within a 
short period reversing the operation and making a further 
capital profit, thus getting back to one’s original position 
with a reduced book value for the same holding. 

Similar discrepancies can frequently be noticed in the 
prices of the various stocks issued by Colonial Govern- 
ments, and there have been cases where an increase of as 
much as Ios. per cent. in the yield can be obtained by a 
transfer from one issue to another of the same borrower, 
the term being approximately the same in each instance. 

In conclusion I venture to say that the modern policy 
of insurance finance is mainly responsible for the largely 
increased interest yields now earned on the funds and the 
unprecedented financial strength to which all first-class 
offices have now attained. 


Accident Results, 1927 


HE publication of the annual accounts of insurance 
companies is always awaited with interest, and 
perhaps no section receives more careful considera- 

tion than that relating to the operations of the accident 
department. This is not surprising when we consider 
the wide variety of risks underwritten in this department 
and the rapid growth which has been a feature of its 
activities year by year. 

The accounts and balance sheets of most companies 
for the year 1927 are now available, and whilst it is as 
yet too early to attempt the collation of any comprehen- 
sive figures as to the year’s business, as the results of a 
few offices are at the moment still undisclosed, one cannot 
but be impressed by the magnitude of the figures re- 
vealed, reflecting as they do the enormous changes which 
have been wrought in the industrial and social life of the 
community by the increasing consideration provided 
in the interests of persons injured by industrial accidents 
and by the rapid development of the use of mechanical 
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transport. There are evidences also of a changed men- 
tality towards the question of insurance, and it is an 
interesting point as to how far the growth of motoring, 
with its attendant responsibilities creating an imperative 
need for insurance, has been instrumental in bringing 
home to the public the desirability of insurance against 
contingencies of all kinds. 

It is abundantly clear from the material to hand that 
the accident department is rapidly assuming a position 
of paramount importance in the insurance world. There 
has, perhaps, been a tendency in the past to regard this 
branch of the larger companies’ operations as a useful 
but relatively unimportant ancillary to the main business 
of fire insurance. Not only does this no longer hold 
good of the majority of offices, but in quite a number of 
instances the accident premiums have actually exceeded 
those of the older department. The extent to which this 
silent revolution has been accomplished is strikingly 
illustrated by the following figures taken from the 
accounts of twelve of the leading offices which we have 
selected as being, by virtue of their size and widely- 
distributed activities, indicative of the general trend of 


the business : 


Total fire premiums .. -. £39,954,803 
Total accident premiums .. £45,852,669 


Included in the above are two companies which tend 
to specialize in accident business, and their figures to a 
certain extent help to dress the scales, but if we omit 
these offices from our calculations the accident income 
still shows a small preponderance over the fire, and the 
fact appears to be beyond dispute that in the space of a 
little over twenty years this stalwart “‘ baby” of insurance 
has succeeded in establishing itself on an equality with a 
class of business which has been in operation in this 
country for upwards of 200 years. 

The accounts of the majority of offices continue to 
show a steady increase in the premium income under 
all sections and, whilst the figures are by themselves 
sufficiently impressive, a more accurate conception of the 
progress which has been made in this direction can be 
obtained by a comparison between the results just pub- 


lished and those for the year 1913, the last full year of 
MM 2 
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underwriting under pre-war conditions. For this purpose 
we have taken the accounts of the twelve offices previously 
referred to, and an examination of their combined totals 
for employers’ liability, personal accident, and general 
business reveals the following interesting facts : 

Year Premium Claims Expenses Commission Total Profit 

1913 om amie 1,882,822 2,099,383 oo 1,485,310 

1927 45,852,669 26,790,948 8,607,623 8,462,120 43,860,691 1,991,978 
It will be observed that in the fourteen years’ interval 
premiums have increased to over 400 per cent. of their 
pre-war level, but the profits derived from the business 
are not materially greater than on the much smaller 
turnover, indicating that the companies are giving a 
greatly increased public service with a very modest 
resulting advantage to themselves. In view of the 
activities of modern science in the direction of providing 
better and cheaper means of mechanical power and 
transport, both for private and industrial purposes, there 
would appear to be no reason to suppose that further 
development will not be maintained. Certainly there is 
every reason to anticipate a continued accession of motor 
business on an ever-increasing scale, and it is difficult to 
place any limit to the possibilities of this class of insurance. 

As previously suggested, the growth of this business 
is to a very large extent attributable also to the changed 
outlook of the public towards accident insurance. Where- 
as fire insurance was at one time regarded as a necessity 
and other classes as a luxury, the public is learning to 
appreciate that insurance on equitable terms is a sound 
investment, not only for the business man who is enabled 
for a fixed outlay to determine his possible liabilities to 
injured workmen or loss by burglary and other contin- 
gencies, but also for the private individual who, when, for 
instance, he takes his car on the road, incurs potential 
liabilities of a very serious nature. The time will prob- 
ably come when insurance against such risks will be 
universally considered as much a necessity as insurance 
against fire. 

It is interesting to note that in spite of the severe 
handicap imposed upon employers’ liability business in 
this country as the result of widespread unemployment 
consequent upon the general strike in 1926, the full 
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effect of which was not felt until 1927, when wages 
declarations covering this period were returned, premium 
incomes in this branch show an appreciable increase 
over those of the previous year. 

The enormous increase in premium income indicated 
by the foregoing figures has, as shown, not been reflected 
in the profits derived from the business, and whereas in 
1913 the net profit of £1,485,310 represented 13°6 per 
cent. of the premium, the past year’s profit of {1,991,978 
is equivalent to only 4°4 per cent. of the year’s income. 
In the earlier year rates for accident business were 
largely in an experimental stage, and it was to be expected 
that until the business gained in experience and stability 
abnormal results would be obtained. The present profit 
ratio of 4°4 per cent. certainly cannot be considered 
excessive, and the fact that it has been maintained 
during recent years with little variation, is satisfactory 
testimony to the soundness of the methods adopted by 
British offices in the handling of business under varying 
conditions and difficulties in many countries. 

It is difficult to speak with any certainty as to the 
precise sources from which the profits have been derived, 
aS many companies do not divide the business in their 
accounts. Even where this is done it cannot safely be 
assumed. except, of course, in the case of the workmen’s 
compensation account, that even the major portion of it 
relates to United Kingdom business. Whilst this is in 
some respects a handicap in examining the accounts, it is 
the natural outcome of the thorough application of the 
principles of insurance by the aggregation of risks 
throughout the world. 

Where separately shown in the accounts the results 
for workmen’s compensation business in the United 
Kingdom have on the whole been reasonably good, but 
personal accident figures are very variable, profits 
generally being small, whilst in a few cases a loss has been 
sustained on the year’s business. 

The general account has contributed largely to the 
total claims ratio.and, where unsatisfactory results have 
been experienced, they are chiefly attributable to motor 
business, which has continued to prove productive of a 
claims’ cost which leaves a good deal to be desired. In 
this country there has been an upward tendency in 
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rates for this business recently, but the effect of this has 
not, of course, been felt in the accounts now under con- 
sideration. In the foreign field, the United States of 
America, which, with its vast population and manifold 
industrial interests, offers enormous scope to the casualty 
underwriter—among whom British companies are very 
prominent—has again maintained its reputation as an 
underwriting field capable of disturbing possibilities and 
in respect of no branch of the business, particularly 
workmen’s compensation and motor, can the results be 
regarded as entirely satisfactory. Losses have been 
recorded by a number of companies over the whole of 
their casualty operations in that country, whilst some 
have been successful in securing a small profit. In view 
of the very large proportion of the accident depart- 
ment income derived from this source, these adverse 
results have been reflected to an appreciable extent in the 
final results of the companies, but it is confidently 
anticipated that this is merely a passing phase which the 
passage of time will remedy. 


American Insurance Affairs 


By Our New York Correspondent 


HE problems confronting the fire insurance 
companies are bewildering. Some of them are 
beyond the power of any one company or organiza- 

tion of companies to deal with, and will yield only to 
economic pressure. There is not too much capital 
invested in the fire insurance business, as another great 
conflagration would demonstrate; but it is invested in 
too many separate companies, with too many agents, 
and too much energy expended in unproductive com- 
petition, all resulting in an expense ratio which handicaps 
the stock companies in meeting the competition of non- 
agency concerns which operate on a mutual plan. The 
public, a considerable part of which would complain 
about any rate which might be charged for insurance, 
voices its dissatisfaction through its law-makers and 
officials in efforts to force down the cost of insurance by 
regulating rates and limiting profits. 

The fire insurance premium income of stock companies 
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in 1927 has recently been computed at $711,000,000. 
This is approximately six times the income of 1898, but 
is $20,000,000 less than that of 1926, and is little, if any, 
greater than that of 1920. In other words, fire insurance 
premium income is comparatively stationary, and stock 
companies must look chiefly to motor-car, tornado, hail, 
inland marine and other classes for any marked increase 
in premium income. During the thirty years in which 
the premium income of the stock companies from all 
classes of business has increased from approximately 
$125,000,000 to nearly a billion dollars a year, the rate 
of cominission paid to agents has increased a third in 
some parts of the country and probably a fifth for the 
country at large. Yet, with nearly eight times the 
volume of premiums and an increase in commissions, 
many agents are complaining that they could not remain 
in the business if it were not for the profit derived from 
casualty insurance and surety bonds, as their overhead 
expenses have increased greatly, especially since the war, 
and so many agents have been appointed that the 
increased competition has prevented their commission 
income from fire insurance and allied lines from increasing 
in proportion to the increase in their expenses. 

The expenses of the companies have also been in- 
creasing. Much of this has resulted from the general 
increase in prices and salaries, but part of it has been 
imposed upon the companies by law in the form of taxes 
and of additional requirements such as maintenance of 
rating bureaux in all the States; part, by the arbitrary 
actions of insurance commissioners which have necessi- 
tated expensive litigation by insurance companies to 
defend their rights, and part by the added cost of super- 
vising and doing business with a greatly increased number 
of agents. With the ratio of underwriting profit narrow, 
many of the companies sought to increase profits from 
investment sources by increasing their volume of business, 
and to this end they not only appointed more agents of 
their own but purchased or organized subsidiary com- 
panies so that they could appoint agents for them and 
thus have more sources of premium income. Now the 
business is supporting, or partially supporting, many more 
officers, employees and agents than are needed for its 
efficient transaction. 
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Several of the States, in efforts to get reduced rates for 
their people, are endeavouring to force the companies to 
treat interest on the unearned premium reserve as part 
of the underwriting income, thus reducing stockholders’ 
profits from this source, and this tendency promises to 
increase rather than decrease. Thus the situation is 
presented of States fighting for lower rates, agents 
demanding more compensation, and companies en- 
deavouring to maintain their profits. This struggle 
promises to go on until the number of stock companies 
doing an agency business is reduced by mergers, retire- 
ments or transfers to the reinsurance field, and the re- 
maining ones are able to reduce their overhead expense, 
and the number of agents is reduced by consolidation of 
agencies and retirements, and the remaining ones, with a 
larger volume of business and less competition, can 
operate profitably on a lower scale of commissions. In 
efforts to reduce expense some companies may conclude 
that they could operate more profitably with a smaller 
number of better agents. Such changes have taken 
place among the larger industries and transportation 
systems of this country, and the process of eliminating 
thousands of small independent distributors of merchan- 
dise by centrally-controlled chains of stores is now going 
on. Apparently the time is approaching when the fire 
insurance business will have to yield to the pressure for 
more economical methods of furnishing indemnity and 
service to the public. 

An important step in the direction of reducing thefts 
of automobiles and increasing recovery of stolen cars was 
taken in April, when arrangements for the merger of the 
conference and non-conference theft bureaux, effective 
June 1, were completed. In the earlier days of auto- 
mobile insurance in the United States the theft hazard 
was so slight that it was covered in connection with the 
fire, self-ignition and transportation hazards without a 
special charge. It has grown so serious, especially in the 
cities, that for some makes of cars the theft rate is from 
four to eleven times the fire rate. Years ago most of the 
fire and marine companies writing automobile insurance 
organized a national conference, subsidiary to which were 
formed four local conferences covering the east, south, 
west and Pacific coast. Each of these local conferences 
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organized a theft bureau for the purpose of preventing 
thefts and tracing and recovering stolen cars through their 
own detectives and co-operating with the police and other 
agencies. Some two or three years ago the companies 
which were not affiliated with the conferences desired to 
join these theft bureaux without obligating themselves 
to observe conference rules and rates. As the conference 
companies declined to admit them on these terms they 
organized a bureau of their own. All companies, stock 
or mutual, writing automobile insurance will be eligible 
to membership in the consolidated bureau, each branch 
will have complete records, and more effective co- 
operation with the police, the United States Department 
of Justice, automobile manufacturers and others is 
anticipated. 

Insurance Commissioner Taggart, of Pennsylvania, 
has become a_ storm centre by reason of the 
attitude he has assumed on the licensing of insurance 
companies of other States. For some weeks companies 
which filed applications for admission to Pennsylvania 
have been complaining that their applications were not 
acted upon. Some sent representatives to the office of 
the Commissioner to learn the cause of the delay, and were 
informed that there were enough companies operating in 
Pennsylvania already. The retaliatory laws of many of 
the States authorize or require their insurance com- 
missioners to treat the companies of other States just as 
those States treat their companies. Acting under such 
laws, the Insurance Commissioners of New Jersey and 
Texas have refused to license Pennsylvania companies 
applying for admittance to their States. New York 
State has the same grievance, but has not invoked its 
retaliatory law as Superintendent of Insurance Beha is 
endeavouring to induce Commissioner Taggart to recede 
from his position and thus avoid trouble. 

A controversy which has been going on for some 
months between Superintendent of Insurance James A. 
Beha, of New York State, and President Neal Bassett, of 
the F iremen’s Insurance Company of Newark, N.J., over 
the financial structure of the Firemen’s, was taken before 
the Courts late in April, when Mr. Bassett filed a petition 
in the United States District Court at New York City, 
praying for a permanent injunction to restrain Super- 
intendent Beha from refusing to re-license the Firemen’s 
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in New York State on May 1 and from refusing to issue 
licences to the company’s agents in that State. New 
York has a law fixing the minimum amount of capital 
which companies transacting each class of insurance must 
have, and directing the classes of securities in which that 
minimum capital must be invested. The minimum 
capital for a company writing fire and marine insurance 
is $400,000. The law provides that not more than 50 per 
cent. of the “ surplus funds ”’ of a domestic company may 
be invested in the stock of other insurance companies 
doing the same class of business. Superintendent Beha 
construes “‘ surplus funds ”’ as equivalent to “ surplus.’’ 
The Firemen’s has considerably more than 50 per cent. 
of its net surplus invested in stocks of other fire insurance 
companies which are affiliated with it and under its 
management. Superintendent Beha has insisted that 
the company must comply with the laws of New York, 
as he has construed them, in order to do business in the 
State. The Firemen’s has contended that it fully com- 
plies with the laws of New Jersey, its home State, and that 
the law referred to applies only to ‘‘ domestic ’’ companies, 
that is, companies domiciled in New York. A few weeks 
ago Superintendent Beha stated publicly that unless the 
Firemen’s so rearranged its financial structure as to 
comply with his demand, he would refuse to re-license 
it on May 1. When the petition for the injunction was 
heard on May 3, John W. Davis, counsel for the Firemen’s, 
and one of the most eminent lawyers in the United States, 
contended that ‘‘ surplus funds,” as used in the New York 
law, includes all assets of an insurance company in excess 
of the minimum capital requirement. If the Court should 
take this view of the law the Firemen’s holdings of the 
stocks of other companies would be well within the limit 
prescribed. There is still the question whether the law 
applies to any other than New York State companies. 
At this writing a motion is before the Court, asking that 
it withhold judgment, and permit Superintendent Beha 
to hold a hearing on the reasons why he should re-license 
the Firemen’s. If his decision after the hearing is un- 
satisfactory to the company, it may ask to have the 
decision reviewed by the Courts, thus securing a con- 
struction of the law from the State Courts. If the 
decision of the State Courts were against the Firemen’s 








BANCO VITALICIO DE 
ESPANA 


(A Limited Insurance Company) 


‘Ts “Banco Vitalicio de Espafia” is the leading 
insurance company in Spain. It was founded 
in the year 1880, when a group of eminent 
Barcelonians established a company called “‘ La Prevision,” 
which, after its amalgamation with the “ Banco Vitalicio 
de Catalufia” became the “ Banco Vitalicio de Espafia.” 
Its Board of Management has always _ contained 
representatives of eminent financial houses and Spanish 
manufacturers, and was presided over by His Excellency 
the Marquis de Comillas, until his death in 1925. The 
present president is His Excellency, Count de Gamazo, 
one of the leading Spanish financiers. 


The capital of the “ Banco Vitalicio de Espafia”’ is 
15,000,000 pesetas (40 per cent. paid up), and it trans- 
acts all branches of life insurance and also specializes in 
transport insurance. 


The volume of its life insurance business now amounts 
to more than 300,000,000 pesetas, and its premium income 
during the last financial year was 16,574,984.69 pesetas. 
Since its foundation it has paid claims amounting to 
153,368,964.08 pesetas, and its reserve funds in 1927 
amounted to 101,416,601.36 pesetas. 


These figures indicate the extent of its influence and 
the confidence which it commands from the Spanish 
public. 

Registered Office : Rambla de Cataluna, 18. Barcelona. 

Madrid Branch : Alcala 25. Madrid. 


Representatives in all the principal centres of Spain ; 
agencies in all the important districts. 
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contentions and a constitutional question were involved, 
the company could then go to the Federal Courts. 

The showing that fire insurance companies are likely 
to make in their annual statements at the end of this 
year is the subject of some discussion. This is based 
more upon the stock market conditions than upon under- 
writing prospects. If fire losses were to continue as 
heavy as they were during the first four months of the 
year most of the companies could look for but little 
underwriting profit, if any. However, many companies 
had a somewhat better experience in April than in the 
first three months, and there is still plenty of time for a 
satisfactory loss ratio for the entire year to be established. 
Increases or decreases in surplus at the end of the year 
will depend much more upon the prices of securities than 
upon underwriting experience unless the latter should be 
very abnormal. Wide differences of opinion exist as to 
the probability of security prices advancing further, 
holding their own or receding. Some who have seen 
millions added to surplus three years in succession through 
advances in security values have predicted that this will 
surely be followed by a downward movement, but others 
very much question this. There is more or less talk about 
the ‘“‘ Presidential Year,’ which during a long period in 
the country’s history usually has a depressing effect upon 
business. The opinion appears to be quite general, 
however, that the election of a President will not have 
any considerable effect upon business this year. 

Efforts of fire insurance companies to agree upon a 
scale of commissions to agents in New Jersey have so far 
been unsuccessful. The law requiring each company 
to pay uniform commissions to all its agents in that State 
became effective on March 28. Companies notified their 
agents that old commission contracts were abrogated 
and that a new scale of compensation would be decided 
upon shortly; but throughout April agents were in 
ignorance of what they would receive. Such a condition 
cannot continue indefinitely, and early in May reports 
became current that some companies were deciding upon 
the commissions they would pay, regardless of what 
others might do. If this course should become general 
it might lead to a “‘ commission war,’ but that might be 
less disastrous than the establishment by concerted 
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The Catalana Fire 
Insurance Company 


Managing Director : Don José Maria de Delas y Miralles. 
Registered Office : Paseo de Gracia, 2, Barcelona. 
Subscribed Capital :; Pesetas 5,000,000. 

Capital paid up : Pesetas 2,000,000. 


HE Company was formed by Don Fernando de 

Delas y de Jalpi, in co-operation with many distin- 

guished Spanish financiers, on November 25, 1865; 

with a capital of 5,000,000 pesetas divided into 10,000 shares 
of a nominal value equivalent to 500 pesetas. 

During a period of sixty-three years the Company has 
prospered greatly and has fulfilled its obligations with the 
utmost regularity. 

The financial strength of the Company has con- 
stantly increased, and it has now accumulated funds 
amounting to 7,056,631.87 pesetas of reserve capital and 
8,142,022.15 pesetas of reserves against claims which, with 
its uncalled capital, form a fund of 18,198,654.02 pesetas, 
which is available for the development of the Company’s 
business, thus making it the leading insurance institution 
in Spain. 


TABLE SHOWING THE DEVELOPMENT OF THE COMPANY 


Statutory 
reserve and 
against 
eventualities 


Reserve 
Years Premiums Claims paid against 
current risks 


167,414.64 34,580.10 49,155.23 14,010.93 
340.923.45 192,268.31 124,367.25 123,428.38 
680,901.10 454,964.04 226,967.03 472,994.35 
1,043,816.61 369,646.59 347,938.87 902,967.54 
2,124,041.59 742,642.76 708,013.86 1,079, 111.95 
7;808,639.76 3,837,562.09 2,602,879.92 1,660,000.— 
18,661,820.33 9,098,168.76 6,748,885.42 3,;200,000.— 








(Adtvt.) 
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action of higher commissions than are paid in other 
States. Agreement upon low commissions does not 
appear at all probable at chis writing. On May ro the 
Home Insurance Company, the leading American com- 
pany, announced that it would pay commissions of 20 
and 30 per cent., graded by classes of business. This is 
a liberal commission. 

The fire insurance companies affiliated with the 
Eastern Underwriters’ Association have just effected a 
merger of four inspection bureaux operating in the 
Eastern States. Two of these, located at Boston,, have 
been doing the same kind of work for two different groups 
of companies. The Boston division of the new bureau 
will do this work for all the companies affiliated with the 
bureau, thus avoiding duplication of effort and expense 
and giving each company a better service than it was 
receiving. The two bureaux have been making careful 
inspections of special hazards, large sprinklered risks and 
some other special risks and making elaborate reports, 
upon them as a guide to underwriters. Two bureaux 
in New York will become the New York division of the 
new bureau. One of these did the same class of work in 
other Eastern States as the Boston bureaux did in New 
England, while the other made inspections of electrical 
properties, especially public utilities. Later it is antici- 
pated that the new bureau will secure more co-operation 
with the various rating organizations which inspect risks 
in order to fix the rates. The bureau and these rating 
organizations have information which would be valu- 
able to each other, but in the past there has been no 
arrangement for exchanging it. 

After ordering a reduction of 25 per cent. in plate-glass 
insurance rates in New York State, effective April 1, 
and then changing the effective date to May 1, Super- 
intendent of Insurance Beha modified the order and 
made the reduction 162 per cent., thus avoiding a review 
of his order by the Courts, which a number of the 
companies were preparing to demand. 

Recently-compiled figures show that the premium 
income of the stock casualty companies from automobile 
liability insurance fell off materially in 1927 as compared 
with 1926. Much of this decrease was attributed 
to the fact that during part of 1927 the Ford Motor 
Company was working on a new model and turned out 
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SECURITY FIRST 


Income | Total Funds 
£17,306,142 \ q/ £ 37,606,170 


\ 


ALL CLASSES OF INSURANCE EFFECTED 


EXPERIENCED AND FULLY EMPOWERED REPRESENTATIVES 
AT ALL IMPORTANT CENTRES THROUGHOUT THE WORLD 


HEAD OFFICES : 


LIVERPOOL: LONDON: 
North John Street Lombard Street 





RENE HED KEI PALA IE AY 


ESTABLISHED 1809. % 


North Britishs Mercantile 


Insurance Company, Limited. 









FIRE LIFE ANNUITIES 


yi ACCIDENT BURGLARY MOTOR MARINE 
AND OTHER CLASSES OF INSURANCE. 


ENN EN EC 


TOTAL FUNDS EXCEED - - - £35,690,800 
TOTAL INCOME EXCEEDS- - - £10,462,000 


SPECIAL ARRANGEMENTS FOR LIFE ASSURANCE 
ON LIVES OF BANK OFFICIALS AND EMPLOYEES. 
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% 


CHIEF OFFICES : ~) 
LONDON ...__—....._~_—_—.... ‘61 THREADNEEDLE STREET, E.C.2. fr 
EDINBURGH . ei ve 64 PRINCES STREET. 3} 


FED AE DHE DRED XTRA HEN 


@ 


Woe 





510 THE UNDERWRITER 


no cars. This not only stopped new Fords from coming 
upon the market, but caused many who contemplated 
buying cars to postpone action until they could see the 
new Ford models. These were displayed early in the 
year, and the sales of automobiles are reported as very 
heavy. Asa result a considerable increase in the volume 
of automobile liability premiums is anticipated. The 
higher rates now in effect in most of the country will also 
increase the premium volume, though this may be offset 
somewhat by a tendency of advanced rates to cause 
people to insure in the mutuals. 
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Provident Mutual Life Assurance Association 


Head Office: 25 to 31 MOORGATE, LONDON, E.C.2. 
ESTABLISHED 1840. 


ASSETS EXCEED £6,300,000. 





THE ATTENTION OF THE MANAGEMENTS OF Banks IS INVITED TO THE SCHEME OF 
STAFF ASSURANCE OF WHICH THE ASSOCIATION IS THE PIONEER, AND WHICH AFFORDS 
SPECIAL FACILITIES FOR EFFECTING LIFE ASSURANCE BY MEMBERS OF THE STAFFS 


OF BANKS AND OTHER PuBLic COMPANIES. 


Full particulars and all information \ will be sent on ‘on application to— 


C. R. V. COUTTS, F.I.A., 
Manager. and Actuary. 
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TRADE INDEMNITY | | Commercial Union 
Essurance 


COMPANY LIMITED. 
Established 1918. 


(Chairman—C. E. HEATH, O.B.E.) 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE CREDITS 


The object of the Company is to assist British 


Merchants and Manufacturers to develop 
Home and Overseas Business by the Insurance 
of Credits. 

The Company is prepared to grant policies 
insuring approved accounts up to 75 per 
cent. of the net invoice value of goods 

sold and delivered in the ordinary way of Temporary Head Offices 
trade to customers domiciled in almost Adelaide House 

any part of the world. King William Street, London 





Prospectus and Proposal Forms can Total Assets (including Life Funds) 
be obtained on Application to— as at 31st December, 1927, exceeded 
£60 ,250,000. 


77 CORNHILL, LONDON, E.C.3. 


MANCHESTER OFFICE : Yorkshire House, Cross Street 
All inquiries are treated in the strictest confidence 





Insurances of every description 
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Altos Hornos de Vizcaya 
(Sociedad Anonima) 


HE Altos Hornos de Vizcaya Company was 
established on April 29, 1902, by the amalgamation 
of the “ Altos Hornos,” the “ Fabricas de Hierro 

y Acero de Bilbao,” the Metallurgical and Engineering 
Company, “Vizcaya,”.and the Compania Anonima, “Iberia.” 


Its initial capital was 32,750,000 pesetas, while its 
present capital is 125,000,000 pesetas, divided into 250 
shares of 500 pesetas each, of which 200,000 are issued. 
The nominal amount of the outstanding debentures of 
the Company is 45,995,000 pesetas. 


The Company’s works are situated near the munici- 
palities of Baracaldo and Sestao (Vizcaya), at the River 
Nervion, in the vicinity of the mining districts of Triano, 
Galdames and Somorrostro, in one of the most important 
industrial districts of Spain. They occupy a site of about 
100 hectareas, and have direct connection by river with 
Bilbao and railway connections with that city as well as 
a number of other centres in Spain. Its supplies of raw 
material and fuel are secured by participations in important 
mining enterprises, and the Company controls a fleet of 
steamers with a capacity of 29,900 tons. 


The works are equipped with all modern plant required 
for the metallurgical indys@gy especially for shipbuilding 
and the production of railway material. 


The Company has always devoted much attention to 
the improvement of its plant, and is“at present con- 
structing additional machinery of the very latest design 
at a cost of about 40,000,000 pesetas. The Company’s 
output represents ae: cent. of the total national 
production, and it is ore a most important factor in 
the iron and steel trades. 


The Company attaches great importance to the welfare 
of its workers, and has established pension funds, and 
built workmen’s dwellings and nursing homes, where 
employees and their families receive free treatment 
from eminent specialists. 








(Advt.) 
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